SUPPLEMENTARY EL NI NO EMERGENCY PROGRAM

BORRONER AND
GUARANTOR:

EXECUTI NG AGENCY:

AMOUNT AND SOURCE:

FI NANCI AL
TERVS AND
CONDI Tl ONS:

CBJECTI VES:

DESCRI PTI ON:

(COASTAL HI GHWAY SYSTEM
(EC-0187)
EXECUTI VE SUMVARY

Republ i ¢ of Ecuador

Ofice of the President of Ecuador, through the
Coordinating Unit of the El N fio Energency Program
and the Mnistry of Public Wrks and Conmuni cations
as the coexecuting agency

| DB: US$48.0 nillion
US$36.7 nilTion (OC)
US$11.3 mllion (0C | FF)

Local counterpart funding: US$12.0 nillion

Tot al : US$60.0 nilTTion
Anortization period: 25 years

G ace peri od: 4 years

Conmi t ment peri od:

B  Energency-rel ated

conponent s: 2 nont hs

B O her conponents: 6 nont hs

Di sbursenent peri od:

B Short-term

rehabilitation: 12 nont hs

B O her conponents: 20 nont hs

Interest rate: vari abl e

I nspecti on and supervision: 1%

Credit fee: 0. 75%

Currency: Single Currency Facility
[lars

The specific objective is to reopen the coastal
hi ghway network damaged by El N fio (before the rainy

season next winter). In addition, studies and fina
designs for the works to be undertaken in an "after-
t he-emergency” stage wll be prepared, covering

reconstruction activities to be financed under a new
oper at i on.

The general objective is to support the actions
needed for t he protection and tenporary
rehabilitation of the coastal highway network, as
part of the El N fio emergency program ("during-the-
enmer gency" stage).

The program contains the following components to
achi eve the aforenenti oned objective:

a. Emergency-rel ated components:

(1) Short-term rehabilitation. Preparation
i npl enentation and supervision of energency works to
rehabilitate the main coastal highway along some
1,000 km (30 projects) damaged by floodi ng during the
1997-1998 El N o event, not included in other
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scheduled energency projects funded from |oan
1057/ OC- EC. (2) Studies for rehabilitati on works.
This conponent includes a review and updating of
techni cal studies prepared by the Mnistry of Public
Wrks for the short-term rehabilitation works.
(3) Works supervision. This conmponent includes
supervision of the short-term rehabilitation worKks.
(4) Technical -operational and environmental audits.
Thi s conponent 1ncludes technical auditing services
to review the admnistrative procedures used to
contract works and to supervise the contracts for
prei nvest ment studies and designs, and report on the
financial performance of the program A specialized
firm wll be hired to ensure conpliance wth
environnmental responsibilities. The firmwll also
perform envi ronnental evaluations of the program and
of the work of contractors and supervisors (see
par agraphs 3.17 and 3. 28).

b. Qher conponents:

(1) Preinvestnent. This conmponent includes the
preparation of studies and final designs for highways
and bridges for permanent reconstruction of the

country's road networKk. (2) Special studies. Thi s
conponent includes preparation of the follow ng
speci al studies: (i) a plan for <coping wth
enmer genci es affecting hi ghways; (ii) a r oad

managenent plan, including urgent activities such as
rationalization of the use of equipment, quality
control procedures for works, and an investnent plan
for urgent, priority rehabilitation works and
periodic and routine maintenance; and (iii) technical
studies on pavenment design and quality control

f ocussi ng on asphal t m xt ures of di fferent
t hi cknesses.
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CESl reviewed the docunment and nade the follow ng
recommendat i ons:

Ensure that the contractors and works supervisors
conply with their environmental responsibilities by
i ncluding such responsibilities in their terns of
ref erence. Ensure that the environmental auditing
firmverifies conpliance.

Not applicabl e

G ven the nature of the energency and the extent of
t he damage caused by the El N fio event and in view of
the natural disaster policy guidelines (OP-704), it
i s reconmmended that:

(i) the program conponents included in the "during-
t he- emer gency" stage, use the same sinplified special
procedures that were approved for Loan 1057/ OC- EC (E
Ni io Emergency Program) to procure goods and
services, carry out the works, and select and
contract consulting services; (ii) with respect to
retroactive cost recognition, financing of eligible
costs incurred after September 1, 1998, wup to
US$10 million equival ent, be authorized provided they
conply with requisites that are substantially simlar
to Bank procedures (see paragraph 3.33); and
(iii) the executing agency be permtted to hire
directly the sane technical and environmnent al
auditing firns that were contracted under |oan
1057/ OC- EC (see paragraphs 3.17 and 3. 28).

International conpetitive bidding will be conpul sory
for ~construction contracts valued at nore than
US$3 million, goods and related services valued at
nore than US$300, 000, and consulting contracts val ued
at nore than US$200, 000.

For procurements requiring international conpetitive
bi ddi n? ("during-the-energency" stage), the Bank will
y

simpli standard procurenent procedures, as follows:

a. A single general procurement notice Wwll be
Jevel opnent  Busi ness. The notice wll state that
ement notices will be published in certain national

ead of in Devel opment Business. The notices in the
will specify that no restrictions will be placed on

y foreign firns.

b. For procurenent of works and goods valued at

i less, the Bank accepts the procedures for
n and qualification of contractors prepared by the MOP
3.22). In the procurenent of works and goods,
be awarded to the |owest bidder. Contracts will be

qgualification, whereby the |owest bidder is selected,
fication of his qualifications.

c. For consulting services, the specific procurenent

be published in national newspapers, inviting
i nterest. Based on selection criteria previously
approved by the Bank, the best firmw Il be chosen to
contract. This will replace the standard procedure

alification, short lists, and invitations to bid.
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For procurement of works by direct contracting or
procurement requiring limted bidding, the sinplified
procedure contained in the Operating Regul ations wll
be used, which is the sanme as the procedure approved
for loan 1057/CC-EC (El N fio Energency Program,
adjusted to the conditions of this operation (see
paragraphs 3.7 and 3.8) and to the followng
requirement:

a. for the direct contracting of works valued at up
and limted bidding for works valued at between
US$3 million and for the contracting of services for
construction, the contracts will be based on |lunp sum
in United States dollars and payable in sucres at the
juoted by the Central Bank of Ecuador on the date of

Contracts for t he ot her program conponents
(preinvestment) will be subject to the Bank's
standard procurenent procedures.

The program will help to alleviate serious problens
with travel on highways along the Ecuadorian coast
that were danmaged by the torrential rains caused by

the 1997-1998 EI Nifio event. |In the short term the
mai n coast al hi ghways I'i nki ng t he country's
production centers will be rehabilitated,
facilitating and reducing the cost of transporting
goods and passengers year round. Safety wll be
enhanced, particularly on roads carrying the highest
volumes of traffic. The project is expected to
inmprove the living conditions of the affected

popul ati on and contribute to the economnic recovery of
Ecuador's coastal region.

The foll owing potential risks have been identified:

1. Quality of the works and contracting tinmne. The
program nmust be contracted within 2 nmonths after the
of the loan contract and executed rapidly, which could
k of jeopardizing the quality and standards of the
mnimze this risk, a list of eligible projects has
'd in conjunction with the MOP and prioritized on the
lidelines for the energency stage, terns of reference
and environmental quality control procedures and

of the works (80% involve bituminous surface
:h does not require sophisticated asphalt plants and
ire opportunities for using |ocal manpower. This will
tiveness and open up the construction market.

2. Counterpart. G ven Ecuador's economc and
tion (drop in oil prices, banana exports, etc.) there
lat the counterpart will not be nmade available in a

However, the governnent has inforned the Bank that
y identified the counterpart funds and wll give
ocating themto this program

3. Environmental risk. Al t hough the project works
inple, there is always the risk of pollution from
construction materials, inadequate managenent of work
e of rights-of-way as dunps for trash and ot her waste.
hese risks, the contracts for supervision of the works
rict conpliance with the rules and procedures for
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npact control established by the MOP.

The Bank's natural disaster policy (OP-704) is to
cooperate with countries prior to, during, and after
enmergencies, assist them in protecting thenselves
from the inpact of disasters and in effectively
restoring their soci oeconom c devel oprent. It also
provi des assistance for the adoption of appropriate
nmeasures to prevent or reduce |osses caused by
nat ural disasters.

The proposed program conplies with the objectives of
the Bank's natural disaster policy and is consistent
with the policy that led the President of Ecuador to
declare a national state of energency in Executive
Decree 425 of July 2, 1997. The governnment has
mai ntained this state of emergency in areas where
coastal roads have been rendered inpassable by the
El N o event.

Although El Nifio ended in June of this year, its
ef fects and consequences are still being felt in the
area targeted by the proposed program Ther ef or e,
the main conponents of this operation should be
considered as part of the "during-the-emergency”
stage, in accordance with the guidelines established
in loan 1057/ CC-EC. They are intended to bring
transportati on and soci oeconom c devel oprment in the
regi on back to nornal.

Condi ti ons precedent to the first disbursenent:

(i) approval of the program Operating Regul ations,
the coexecution agreenent between COPEFEN and the
MOP, and an agreenent on the selection of consulting
firms to provide supervision wth MOP/ CORPECUADOR
(see paragraph 3.7); (ii) review and approval of the
terms  of reference and sinplified design for
enmergency rehabilitation of the roads in the program
(see paragraph 3.10); (iii) review and approval of
the terns of reference and contracts for supervision
of construction works (paragraph 3.30); (iv) review
and approval of the contracts for the technical and
operating audit firm (see paragraphs 2.13, 3.17 and
3.28).

O her special conditions:

(i) contracting of t he firm in char ge of
environnmental assessnments and nmonitoring of the
programwithin a period of 30 days after the date of
signature of the loan contract (see paragraphs 2.13,
3.17, and 3.28); (ii) presentation of an annual
mai ntenance plan and a report on naintenance
performed on the program works in the precedi ng year
(see paragraph 3.13); (iii) followup neetings (see
paragraph 3.36); (iv) mechanismfor ex post review of
desi gn, wor ks, super vi si on, and audit of the
enmergency program adopted by the Controller Ceneral
of t he Republ i c (see par agraph 3. 27); and
(v) presentation of progress and special reports (see
par agr aph 3. 37).



